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which kept the price of bread and beer above
the natural level.

Further, as taxes or regulations which raise the
market price above the natural price diminish public
opulence, so do bounties like those upon corn and
coarse linen, which depress the market price below the
natural price. A bounty stimulates the production
of a particular commodity, and makes it cheaper for
foreigners at the expense of the public at home.
Another serious objection to the system is that people
are diverted from other employments, and thus " what
may be called the natural balance of industry" is
disturbed. "Upon the whole, therefore, it is by far
the best police to leave things to their natural course
and allow 110 bounties nor impose taxes on com-
modities,5"

In a subsequent lecture he arrived at the same con-
clusion by an analysis of the true nature of money.
At that time money was almost universally identified
with wealth. Though Hume had exposed the fallacy ten
years before, his essay had not affected national policy.1
Treaties of commerce were always based upon the
theory of the balance of trade, which again rested on
the notion that if a country's exports could be made
to exceed its imports, it would receive the balance in
gold and so become wealthy. By way of refuting this
strange dogma of the mercantilists, Smith used a very
felicitous illustration. He compared money to the
highroads of a country "which bear neither corn nor
grass themselves but circulate all the corn and grass

1 And even Hume, as Smith warned his class, had not quite
emancipated himself from mercantilist misconceptions.